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PRICE  SPREADS  FOR  EGGS  IN  WASHINGTON,   D.    C.    1/ 


Spreads  or  margins  between  retail  prices  of  eggs  marketed 
in  Washington,   D.    C. ,    stores  and  prices  received  by  farm- 
ers increased  considerably  between  1954  and  1957.     Most 
of  the  increase  was  in  the  gross  margin  taken  by  retail 
stores,  only  a  part  of  which  can  be  accounted  for  by 
higher  operating  costs.      This  report  brings  up  to  date  an 
earlier  study  by  the  Agricultural  Marketing  Service  of 
marketing  margins  and  costs  for  eggs  sold  in  Washing- 
ton.   2/     Widespread  interest  in  the  first  study  and  the 
many  requests  for  more  recent  information  prompted 
efforts  to  obtain  comparable  data  for  November  1957  from 
many  of  the  original  respondents. 


Gross  Farm- Re tail  Price  Spread 

The  average  farm-retail   spread  or  margin  on  eggs  in  Washington, 
D.   C. ,   was  about  6  cents  per  dozen  higher  in  November  1957  than  it  was 
in  1953  and  1954-  (table  14).     Most  of  the  increase  was  at  retail,   ap- 
parently due  more  to  a  change  in  pricing  policy  for  eggs  than  to  a  rise 
in  costs  of  handling  eggs.      The  United  States  average  farm-retail  spread 
for  eggs  sold  in  all  urban  areas  was  declining  during  the  same  period 
the  spread  was  increasing  in  Washington. 

Table  14..-  Typical  farm-retail  spreads  per  dozen  for  eggs  retailed 
in  Washington,   D.    C.,   by  various  distribution  channels  in 
1953,   1954,   and  November  1957 


Distribution  channel 


Production, 
areas 


Typical  gross  margins 
per  dozen  eggs 


1953  -  1954* 


Country  assembler  to  wholesaler 
(or  chain  warehouse)  to  chain 
retailer  


: Midwest 
East 


Country  assembler  to  wholesaler 
to  independent  retailer  


; Midwest 
East 


19.5-25.5 
15.5-19.5 


28. 5 

23.0 


November 
1957,  ... 
Cents 


29.5-32.5 

20.5-26.5 


34.5 
29.0 


1/  Prepared  by  Robert  M.  Conlogue  and  Wilson  K.  Kaiser,  Agricultural 
Economists,  Market.  Res.  Div. ,  Agr.  Market.  Serv. 

2/  For  a  report  of  the  earlier  study,  see  the  Jan.  1955  issue  of  this 
Situation  (MTS-116). 
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Gross  farm-retail  spreads  for  November  1957  on  eggs  produced  in  the 
Midwest  and  sold  through  Washington  chain  stores  ranged  from  29.5  cents 
to  32.5  cents  per  dozen.   For  eggs  produced  in  nearby  areas  and  sold 
through  chain  stores,  spreads  were  20.5  cents  to  26.5  cents  per  dozen. 

Ranges  in  margins  on  eggs  in  the  same  distribution  channel  probably 
resulted  primarily  from  differences  in  store  policies  on  margins  and  to 
a  lesser  extent  from  different  handling  methods.   Some  chains  had  a  low 
markup  on  eggs  along  with  some  other  food  items,  while  other  chains  had 
higher  markups  on  eggs.  In  addition,  some  chains  bought  directly  from 
country  assemblers;  other  bought  from  wholesalers.  Some  bought  cartoned 
eggs  and  had  them  delivered  directly  to  individual  stores;  others  bought 
loose  eggs  which  they  candled,  cartoned,  and  shipped  to  their  stores. 
Some  chains  used  both  methods. 

Marketing  Margins  for  Country  Assemblers 

Nearby  assemblers  purchased  eggs  on  a  grade  and  size  basis  and  gen- 
erally  candled  only  a  sample  of  eggs  received  from  each  producer.   They 
assembled  eggs  for  the  most  part  from  relatively  large  commercial  pro- 
ducers and  moved  them  by  truck  in  2  to  U   days  to  wholesalers  and  chain- 
store  warehouses  in  large  eastern  cities.  Large  volumes  of  eggs  were 
received  in  30-dozen  cases  and  candled  and  cartoned  in  plants  in 
Washington,  D.  C. 

Midwestern  assemblers  were  of  two  types:  Those  shipping  loose  eggs 
to  consuming  areas  and  those  candling  and  cartoning  at  country  points 
and  shipping  cartoned  eggs  only  to  consuming  areas.   Their  gross  margins 
per  dozen  eggs  were  slightly  higher  in  November  1957  than  in  the  same 
month  of  1954  (table  15). 

Typical  marketing  costs  for  nearby  country  assemblers  for  1954-  and 
November  1957  also  increased  between  1954-  and  1957  (table  16). 

Marketing  methods  in  the  Midwest  have  changed  considerably  since 
1954-.  Much  larger  volumes  of  eggs  now  are  cartoned  at  country  points. 
It  appears  that  this  has  had  measurable  effects  on  costs  and  cost 
classifications.   For  example,  in  1954-,  buying  stations  were  quite 
prevalent  and  buyers  were  paid  on  a  commission  basis.  Now  with  the 
emphasis  on  quality,  more  assembly  plants  operate  their  own  truck  routes 
to  farms  (tables  17  and  13).  While  the  total  cost  was  the  same  in 
November  1957  as  in  1954.,  the  1957  costs  include  more  candling  and 
cartoning. 

Indications  are  that  this  relatively  new  method  of  handling  eggs 
at  country  points  is  much  more  efficient  than  those  used  previously. 
Moreover,  it  enables  plant  managers  to  be  in  closer  contact  with  pro- 
ducers and  to  keep  them  informed  of  the  latest  production  methods.  It 
also  reduces  the  period  between  laying  time  and  receipt  at  the  plant. 
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Table  15.-  Average  purchase  costs,  selling  prices,  and  margins 
per  dozen  eggs  for  selected  country  assemblers  of  nearby 

(N.  J.,  Pa.,  Md. ,  and  Va. )  and  midwestern  eggs, 
November  1953,  February,  May,  August,  and  November  1954., 

and  November  1957 


:   Average  : 

t   Average  ; 

Average 

Area,  month,  and  year 

:  purchase 

selling 

per  dozen 

:    co  st 

;    price 

!    eggs 

:    Cents 

Cents 

Cents 

Nearby  (N.  J.,  Pa.,  Md.,  and  Va. ) 

Nov.  1953  

:     51.6 

55.3 

3.7 

Feb.  195-4 

:     45.7 

49.2 

3.5 

May  1954  

:     36.9 

uo.u 

3.5 

Aug.  1954  

:     40.0 

43.4 

3.4 

Nov.  1954 • 

37.9 

41.2 

3.3 

Nov.  1957 

:     49.3 

53.  U 

4.1 

Midwest  (Iova,  Minn.) 

Nov.  1953  

:     40.1 

49.8 

9.7 

Feb.  1954 

:     38.7 

47.2 

8.5 

May  1954  

:     29.1 

38.1 

9.0 

Aug.  1954  

:     29.2 

39.2 

10.0 

Nov.  1954  

:     26.0 

34..  9 

8.9 

Nov.  1957 

:     43.6 

53.1 

9.5 

Table  16.-  Typical  marketing  costs  for  country  assemblers  of  nearby  eggs 
sold  in  eastern  markets,  1954  and  November  1957 


Item 

Cost  per  dozen  ] 

Items  included  in 

,  _   : November 
195A  :   1957  : 

:        marketing  costs 

Freight  on  sales  .. 

Cents    Cents 

:   1.20     1.20 

:   1.08     1.4.0 

1.25     1.50 

"Plant  to  consuming  areas 

: Cases,  flats,  fillers,  tape,  etc. 

: Overhead,  profits,  etc. 

Total 

:   3.53     4.10 
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Table  17.-  Typical  marketing  costs  per  dozen  for  country  assemblers 
of  midwestem  eggs  sold  in  eastern  markets,   1954. 


Item 


Freight  on  sales 
Labor  


Supplies  

Buying  commission 


Plant  trucking  costs 


General 


Total 


Items  included  in  marketing  costs 


Plant  to  consuming  areas 

Processing,  loading  in  and  loading 
out 

Cases,  flats,  fillers,  nails, 
wire  strapping 

Paid  to  station  buyers  and  inde- 
pendent dealers  for  pickup  at 
farm,  grading,  and  handling 

Delivery  costs  and  expense  of  moving 
eggs  from  buying  station  to 
receiving  plant 

Overhead,  profits,  etc. 


Table  18.-  Typical  marketing  costs  for  country  assemblers  and  cartoners 
of  midwestern  eggs  sold  in  eastern  markets,  November  1957 


Item 


Costs 


Procurement  (pickup  at  farm) 

Candling 

Cartoning 

Loading  out 

Supervi  sion  

Supplies 

Commissions 

Mi  scellaneous 

Transportation   

Total   


Cents 

0.63 
.74 
.94 
.16 
.33 

3.50 
.31 
.54 

2.30 


9-50 
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Margins  and  Costs  for  Wholesalers  in  Washington.    D.    C. 

Wholesalers  in  Washington,   D.    C. ,   in  November  1957,   operated  on  an 
average  margin  of  about  9.2  cents  per  dozen  compared  -with  an  average  of 
about  8.0  cents  in  1953-54.      These  wholesalers,   as  in  1953  and  1954, 
generally  candled  and  sized  eggs  into  consumer  grades  and  packed  them 
either  in  1-dozen  cartons  for  retail  stores  or  in  30-dozen  cases  for 
hotels,   restaurants,   institutions,   and  the  Armed  Services.      The  average 
margin  of  9.2  cents  per  dozen  was  broken  down  as  follows:     Labor,   2.3 
cents;    cartons  and  other  supplies,   2.9  cents;   replacement  of  eggs  which 
did  not  meet  consumer  Grade  A  standards,   1.4  cents;   and  all  other  expenses 
and  profits,   2.1  cents. 

Marketing  Margins  for  Retailers 

Gross  margins  of  chain-store  retailers  in  the  Washington  metropolitan 
area  for  November  1957  averaged  about  12.5  cents  per  dozen  compared  with 
an  average  of  about  8.3  cents  for  the  5  months  of  the  1953-54  study. 
However,   as  in  1953  and  1954,  margins  varied  considerably  among  the  chains. 
Some  operated  on  retail  margins  as  low  as  11.0  cents  per  dozen  compared 
with  14.0  cents  for  others.     As  noted  above,    these  differences  result 
mainly  from  differences  in   store  policies  on  markups. 

New  Trade  Practices 

Studies  now  in  progress  indicate  that  methods  of  marketing  eggs  are 
changing  rapidly,   especially  in  the  Midwest,   the  source  of  a  large  part 
of  the  eggs  consumed  in  Washington,   D.    C.      These  changes  probably  will 
reduce  marketing  costs  and  improve  average  quality  of  eggs  sold  to   con- 
sumers.     Growing  concern  among  egg-marketing  firms  about  poor  quality 
and  high  marketing  costs  has  led  to  increased  grading  and  cartoning  of 
eggs  in  or  near  producing  areas.     Quality  control  on  egg-producing 
farms  and  throughout  the  marketing  system  is  a  key  element  in  this 
method  of  marketing.     The  experience  of  a  number  of  firms  grading  and 
cartoning  eggs  in  the  Midwest  for  sale  in  eastern  cities  indicates  that 
the  quality  of  eggs  sold  can  be  maintained  at  fully  satisfactory  levels 
and  that  the  savings  in  marketing  costs  can  be  substantial  compared  with 
the  traditional  practice  of  preliminary  grading  at  country  points  and 
final  grading  and  cartoning  in  cities. 


